Background
The New Industrial Policy announced by the Government of India on the 24th July 1991 seeks to promote technological upgradation and modernization of Indian industry to make it efficient and internationally competitive. It is inevitable that financially unviable or technologically obsolete enterprises face the threat of closure from more competitive units. With no prospects of nationalization of sick enterprises (as had been the case in earlier decades), a large number of workers in such enterprises stand to lose their jobs and incomes.
One can expect the organized labour and the trade unions to take a stand that there should be no downsizing of work forces, or where it is inevitable, keep the downsizing as low as possible and prolong the process as long as possible; and when downsizing is unavoidable, to get the best of terms for such severance, characterized as voluntary retirement in recent years.
Given this standpoint of labour, it is natural that the New Industrial Policy recognizes this concern. While promoting efficiency and competitiveness, the New Industrial Policy is alive to concerns of protecting the interests of workers. The Policy provides: "The government will fully protect the interest of labour, enhance their welfare and equip them in all respects to deal with the inevitability of technological change. Government believes that no small section of society can corner the gains of growth, leaving workers to bear its pain. Labour will be made an equal partner in progress and prosperity. Workers' participation in management will be promoted. Workers' cooperatives will be encouraged to participate in the packages designed to turn around sick companies. Intensive training, skill development and upgradation programmes will be launched."
During the course of discussion on the New Industrial Policy in the Rajya Sabha on 7th August, 1991, Prime Minister Shri Narashimha Rao stated: "We do not want our labour to suffer and our workers to suffer, no matter what our industrialization is and what our policy is. But, at the same time, what is it we are really perpetuating by having an inefficient industry? Are we really promoting the interests of the labour ......Unless the industry flourishes, labour cannot flourish. We will not allow the interests of workers to suffer."
As a reflection of this concern, the Ministry of Labour set up a Special Tripartite Committee on the 12th November 1991 to consider the impact of the New Industrial Policy on labour and other related matters. A meeting of the labour side of the Special Tripartite Committee was held on November 17,1991, under the Chairmanship of the Minister of State for Labour. The Committee met on 21st December 1991 and 20th January 1992. In its meetings, the Committee examined the situation of public sector units as brought out by the Department of Enterprises in its monograph on the performance status of central public sector enterprises. The Committee recognized that some public sector units which were chronically sick did indeed require "radical treatment." It recommended that other enterprises whose current working could be made profitable should be appropriately assisted to take care of their past liabilities. The Committee considered, at its meeting on 20th January 1992, the Concept Paper on the National Renewal Fund prepared by the Department of Industrial Development after extensive interdepartmental consultations. There was general agreement on labour being retrained, their technical skill upgraded, and surplus labour being suitably redeployed. Labour should not, however, be thrown out of employment in the name of modernization. The Committee also decided that Tripartite Industrial Committees should be set up for industry groups in which sickness was endemic to examine the sick industries and suggest preventive and ameliorative measures.
The Promise
The announcement establishing the National Renewal Fund (NRF), made in the Finance Minister's Budget speech for 1991-92, is a significant step in operationalizing the policy objective concerning welfare measures for workers likely to be affected by the implementation of the New Industrial Policy. While announcing the establishment of the NRF, the Finance Minister stated: "This Fund will provide a social safety net which will protect the workers from the adverse consequences of technical transformation ..... The Fund will not merely provide ameliorative measures for the workers affected in the course of technical change but, more importantly, provide retraining to them, so that they are in a position 4 to remain active productive partners in the process of modernization."
The NRF was set up by a government resolution on the 3rd February 1992 to protect the interest of workers affected by industrial restructuring. The Cabinet Committee on Economic Affairs approved the guidelines on the 28th October 1992 for operationalizing the NRF. The guidelines were notified on 21st December 1992.
Objectives
The objectives of the Fund are:
• To provide assistance to cover the costs of retraining and redeployment of employees arising as a result of modernization, technology upgradation, and industrial restructuring.
• To provide funds for compensation of employees affected by restructuring or closure of industrial units, both in the public and private sectors.
• To provide funds for employment generation schemes both in the organized and unorganized sectors in order to provide a social safety net for labour needs arising from the consequences of industrial restructuring.
The Fund, to begin with, has been non-statutory in nature with a provision to include contributions from the Government of India, the proceeds of disinvestments from public sector enterprises, state governments, financial institutions, insurance companies, industrial undertakings, and bilateral and multilateral donor agencies.
In the organized sector, the Fund was expected to provide resources only for the rehabilitation of labour resulting from modernization, technology upgradation, restructuring (including revival) or closure of industrial units as a supplement to the funds available from other sources. In the unorganized sector, the Fund was expected to provide resources for employment generation schemes.
Constituents
The NRF was envisaged in two parts: the National Renewal Grant Fund (NRGF) and the Employment Generation Fund (EGF).
National Renewal Grant Fund
The NRGF was to deal with the immediate requirements of labour in sick units arising from revival or closure of The Fund was also expected to provide resources for interest subsidies to enable financial institutions to provide soft loans for funding labour rationalization resulting from the industrial restructuring of weak units.
Employment Generation Fund
The second part of the fund, the EGF, was expected to provide resources for employment generation.
It was planned to provide funds for approved employment generation schemes for both the organized and the unorganized sectors. This could include schemes such as:
-special programmes designed to regenerate employment opportunities in areas affected by industrial restructuring . 19, No. 4, October-December 1994 -employment generation schemes for the unorganized sector in defined areas.
Vol
The funds were to be disbursed in the form of grants.
The NRGF and the EGF were planned to be in operation for a period of ten years, at the maximum, from the date of their inception.
The Secretariat for Industrial Renewal
The task of administering the NRF was entrusted to the Secretariat for Industrial Renewal, set up in the Department of Industrial Development. This Secretariat was expected to scrutinize proposals received for funding from the NRF to ensure whether they conformed to the parameters laid down by the Department of Public Enterprises on the grounds of economic viability, technological soundness, and promotion of interest of workers. It was expected that the Secretariat for Industrial Renewal would obtain the views of the Department of Expenditure, Labour, Company Affairs, Public Enterprises, and the Department of Education before placing the proposals before the Empowered Authority.
The Secretariat for Industrial Renewal laid down some criteria for eligibility mainly to ensure a control on the flow of applications made to it. Applications from central public sector enterprises had to be approved by the cabinet, or the minister in charge of the administrative department or by the BIFR. Applications had to specify the number of employees in the unit, number who desired to avail VRS, consequent reduction in salary bill, and impact on the economic viability of the enterprise. The enterprise also had to provide an undertaking that there would be a freeze on recruitment of employees to replace those availing VRS, unless it was "for compelling reasons and with prior sanction of the administrative ministry." In the case of schemes approved by the BIFR, all payments, whether under the VRS or otherwise, made to the work force rationalized as a result of restructing or rehabilitation were to be met from the NRF.
Although the guidelines for the NRF are equally applicable to the state public sector enterprises, the procedure prescribed by the Secretariat for Industrial Renewal specified that VRS payments in the case of state public sector undertakings would not be made by the NRF unless the cases had been referred to BIFR and the BIFR had drawn up a scheme for revival and rehabilitation. Unlike the case of central public sector enterprises, the state public sector enterprises were not entitled to full payments on account of VRS payments.
It was left open for the Empowered Authority to fix the percentage of contribution by the state government. The guidelines also provided that the quantum of relief to the employees of the state public sector enterprises should not exceed the rates applicable to the employees of central public sector enterprises.
The assistance from the NRF was also expected to be available to enterprises in the private sector for rationalizing work force resulting from schemes of restructuring or rehabilitation formulated by the BIFR under Sections 15 or 23 of the Sick Industrial Companies Act, 1985. The guidelines have left it open whether the NRF assistance would flow in the form of a grant of soft loan to be routed through a financial institution or a commercial bank or in the form of a mix of loans and grant, depending on the financial health of the company. The Empowered Authority was to be responsible to the Minister for Industry for its overall functioning. As originally conceived, the Authority had powers to approve proposals for disbursements of funds up to a limit of Rs 100 crore. The Empowered Authority was left to devise its own rules of procedures. Although the NRF was expected to cqver public sector enterprises under the central and state governments and private sector enterprises affected by closure or restructuring, the Empowered Authority was expected to disburse funds only for schemes sponsored by central public 6 sector and state government. Only schemes prepared or underwritten by agencies such as the BIFR, state governments or administrative ministries of central government were to be considered.
Performance
Given the multiple objectives of the NRF, one would expect performance along a wide front, encompassing, among other things, the following activities:
-identify enterprises in need of restructuring and modernization -identify the extent of surplus labour in enterprises that are in the process of restructuring or facing partial or full closure -fund the operation of VRS in cases where displacement is inevitable; where VRS is not practicable, fund fully or partly the costs of downsizing of work forces arising from closure or retrenchment of labour -fund counselling, retraining, and redeployment activities for displaced labour -help regeneration of local economies to enable reabsorption of displaced labour in alternate jobs or self-employment activities.
Several efforts have been made to identify public sector enterprises needing revival or rehabilitation. The Minister of State in the Ministry of Industry, while replying to a starred question on the 28th November 1991 in the Rajya Sabha, placed a list of 55 public sector enterprises that were considered chronically sick and needed a reference to BIFR (Table 1) . It shows accumulated losses of Rs 9,025 crore in these enterprises, employing 2.67 lakh workers.
Sickness is not confined to the public sector alone. As of 30th September 1994, the BIFR had, before it, 1,602 sick companies employing 98,895 workers. Of these, 54 were central public sector enterprises and 66 were state public sector units.
Shortly after the announcement of the New Industrial Policy, it was clarified in response to a starred question in the Rajya Sabha on 1st August 1991 that public sector enterprises which are chronically sick and unlikely to be turned around will be referred to the BIFR or other similar high level institution created for this purpose for the formulation of revival or rehabilitation package.
While options such as mergers, transfer of ownership and management are available for BIFR in respect of enterprises in the private sector, public sector enterprises Closures and retrenchment have not been widely thought of as feasible options by sick industrial enterprises in the past on account of the obligations cast upon the employers under the Industrial Disputes Act, 1947. The law provides that in any industrial establishment employing not less than 100 workers, no workman who has been in continuous service for not less than one year shall be retrenched by an employer until:
• the workman has been given three months' notice in writing indicating the reasons for retrenchment and the period of notice has expired, or the workman had been paid in lieu of such notice, wages for the period of notice.
• the prior permission of the appropriate government or such authority as may be specified has been obtained on an application made in this behalf by the employer stating clearly the reasons for the intended retrenchment and a copy of that served simultaneously to the concerned workman.
other restrictions as well. Only workmen employed for a continuous period of five years on the date of closure and drawing wages up to Rs 2,500 were eligible.
Up to 31st March 1993, rehabilitation payments under this scheme amounting to Rs 60.20 crore were made to 31,906 workmen of 24 units, of which 19 were located in Gujarat. As of 25th November 1993, the total amounts disbursed stood at Rs 64.72 crore covering 33,852 workers of 23 mills.
The Textile Modernization Fund scheme was created by the Industrial Development Bank of India with effect from 1st April 1986 to meet the modernization requirements of textile mills. Set up with a corpus of Rs 750 crore for a five-year period, this Fund provides assistance at concessional rates of interest to weak but viable units. The rate of interest was fixed at 11.5 per cent on modernization loans up to Rs 6 crore; loans were repayable over a period of 12 years, including a moratorium of six years. Special loans are also granted for this scheme towards a part of promoter's contribution in case of weak but viable units. 
Voluntary Retirement Schemes
Central public sector enterprises, by and large, follow the guidelines set by the Department of Public Enterprises. The features of the scheme of voluntary retirement evolved by the Bureau of Public Enterprises are as follows:
• An employee who has completed 10 years of service or attained the age of 40 years can seek voluntary retirement.
• The terminal benefits available to an employee seeking voluntary retirement would include: the balance in his provident fund account, cash equivalent of accumulated earned leave, gratuity, one month's/three months notice pay and ex-gratia payment at the rate of one month and a half emoluments for each completed year of service.
A total of 70,286 workers of central public sector enterprises had availed VRS from 1st April 1992 to 30th June 1994. The details of the number of such workers, grouped according to the administrative ministries under which the concerned public sector enterprises operated, can be seen in Table 4 . This table also provides information on the age profile of workers availing VRS. Similar data on enterprises, year-wise, are provided in Table 5 .
It can be seen from this data that younger workers below 35 years of age constituted only 5 per cent of workers availing VRS benefits. Workers over 50 years constitute 51.7 per cent while those between 35 and 50 years formed 43.6 per cent.
The budgetary allocation and disbursements under the NRF are given in Table 6 . * up to 30 June 1994.
Bulk of the funds from the NRF went to finance VRS payments in 60 central public sector undertakings; of these, 37 were sick and were under reference to BIFR. Although state public sector undertakings had also applied for such assistance, as of 30 September 1994, no such case had been approved for funding from the NRF.
Among the central public sector undertakings, the workers of the National Textile Corporation (NTC) were prominent in availing VRS. The NTC has identified 70,000 workers as surplus, the actual numbers availing VRS (36,000) is only a little over 51 per cent. Most of these (71 per cent) were older workers in the age group of 46 years and above. Those above 51 years constituted Slper cent, only 14 per cent were below 40 years, with younger workers below 35 years constituting only 3 per cent. The age composition of 817 workers from the Gujarat State Textile Corporation (GSTC) availing VRS (not funded from the NRF) during 1992-94 shows a similar trend: 57.8 per cent in the age group of 50 or above and only 7.7 per cent below 35. years of age.
The age composition of workers availing VRS suggests a situation of early retirement rather than large scale mid-career severence from work.
What did these departing workers seek? A sample survey of 1,400 NTC workers availing VRS showed that only 10 per cent of the workers expressed a need for retraining and redeployment; 50 per cent desired to be self-employed; about 40 per cent wished to retire and go back to settle down in their villages. This compares with a survey of current labour status of 817 workers of GSTC mill conducted by the Gandhi Labour Institute (1994). This survey indicated that 42 per cent of surveyed workers were in self-employment; 22 per cent in jobs; 21 per cent unemployed; and 13 per cent retired or too ill to work.
Counselling Services
Although the NRF has so far focused mainly on funding VRS in central public sector enterprises, there is a provision of Rs 50 crore in 1994-95 for funding counselling services, retraining facilities, and for promoting redeployment through area regeneration. These facilities were sought to be provided through concerned enterprises and selected agencies placed in charge of pilot projects.
Counselling is the first step in employee support services. Counselling seems to work best when it is offered as soon as it is decided to adopt VRS or any of its variants preparatory to downsizing of the work force. Counselling requires, among other things, developing and maintaining records of profiles of outgoing workers, trained counsellors for offering advice to workers on how best to handle the amounts received from VRS payments as also to indicate to them opportunities for retraining. Counsellors would also be expected to provide information on job-openings in the neighbourhood, and facilities for self-employment, including training for entrepreneurship development and financing of small business ventures. Not all these facilities can be provided by the employers. 
Pilot Project
Partly in recognition of the limitations of an industrial enterprise in providing the full range of rehabilitation services needed by the outgoing workers and partly with a view to evolve models of implementation unique to the different socio-cultural environments, the Department of Industrial Development set up five pilot projects in different parts of the country as indicated in Table 7 . These nodal agencies were expected to set up an Employee Assistance Centre to assist Employee Resource Centres set up in the enterprises needing rehabilitation services. They were also expected to conduct a systematic survey of workers targeted for assistance, identify their training needs, and locate suitable institutions to provide retraining in vocational skills as were in demand in the local area. Given the somewhat low levels of education among the outgoing workers and their advanced age, training courses had to be designed to impart practical skills. In practice, they have taken the form of part-time courses spread over three to five months. Workers not interested in vocational skills were to be provided training in entrepreneurship development to enable them to start small ventures of their own.
The action plans prepared by each of these nodal agencies were approved in early 1994 and the agencies were provided funds in September 1994 to undertake counselling, retraining activities, and provide escort services to needy workers to obtain funds from banks for their self-employment ventures.
As of October 1994, a total of 540 workers had been provided training in vocational skills and entrepreneurship development. The results achieved in each pilot project are summarized in Table 8 .
Each pilot project has adopted methods best suited to the local area. Based on close contacts with the mills and labour welfare administration, the GLI, for instance, makes extensive use of awareness camps of workers held in the mills and in labour welfare centres located close to the residential areas of workers.
The NSIC at Calcutta has utilized consultancy services, available in relative abundance in Calcutta, for survey and analysis of socio-economic data relating to workers. It has also used its close relations with the SISI to offer entrepreneurship development courses. This has been especially useful as 31 per cent of the displaced workers from 54 units surveyed had indicated a need for assistance in entrepreneurship development.
The Kanpur project has concentrated on vocational training in Fibre Reinforced Plastics on account of the close association of this project with the Harcourt Butler Institute which has a well developed capability for imparting such training as a part of its normal activities.
The Indore Pilot Project has benefitted from SISI's own strengths in vocational training and EDP training as also its familiarity in sponsoring cases of financial assistance to banks.
The Bombay Project started with strengths in the form of networking with employers. But the tasks of identification and survey of workers and sponsoring them for training have posed some difficulties in the initial stages. With increased interaction with trade unions and research institutions engaged in labour studies such as the Maniben Kara Institute and the Maharashtra Institute of Labour Studies and state agencies such as the Labour Commissionerate and the District Industries Centre, some of the initial hurdles seem to have been overcome.
The National Productivity Council has recently been chosen to undertake similar work in Bangalore but no information is available on the direction or extent of work done.
The Director General of Employment and Training in the Ministry of Labour and Employment has also been recognized as a nodal agency. It has no geographical area allocated to it. It has been entrusted the task of supplementing vocational training facilities through its network of industrial training institutes and advanced vocational training institutes spread across the country. As of 30th September 1994, six advanced training institutes and 15 industrial training institutes had been identified for participation in this effort.
Prospects
It would appear that the NRF has been largely concentrating on funding retirement benefits for a little over 70,000 workers of central public sector enterprises who have chosen to leave the organization, before their normal retirement. The five pilot projects, no doubt, represent a more comprehensive package of services for displaced workers; but, as of November 1994, only a small start has been made in the direction of identification and survey of workers, providing counselling, offering facilities for vocational training, and entrepreneurship development. The record of about 6,000 outgoing workers counselled by the enterprises themselves and about 540 workers provided vocational training for self-employment seems to be somewhat modest, given the far larger numbers identified as surplus and even larger numbers that might be involved in implementing restructuring packages or other remedies evolved by BIFR or other agencies for sick enterprises.
Till now, state public sector enterprises and private sector units have not been able to avail funds from the NRF and to meet the expenditure from VRS payments to surplus workers. Given the magnitude of sickness and the large numbers of surplus workers in these catagories of enterprises, it might not be appropriate to continue to leave them out for long. Pilot projects provide counselling and retraining facilities to all eligible workers-whether they come from central or state public sector enterprises or from the private sectorbut, as pointed out earlier, they have yet to attain their full potential.
The geographical coverage also seems to need considerable expansion. Given the wide dispersal of enterprises with large numbers of workers needing rehabilitation, it is obvious that the efforts of five pilot project areas would not be enough. The Department of Industrial Development is in the process of identifying additional Employee Assistance Centres in 20 more locations; such an approach would also call for intensive training of key functionaries managing these nodal agencies in these locations as also orientation of major stakeholders, such as, trade unions, training institutions, banks, and other promotional agencies towards the common goals and tasks involved in the process of rehabilitation.
The question of coverage also involves another aspect relating to location of rehabilitation services. Given the significant number of workers who leave their work sites after availing VRS to settle in rural areas where they come from, it also seems necessary to evolve some package of assistance as might meet their needs and would also speed up the process of their reabsorption in the rural economy.
It is also necessary that the NRF moves in the direction of its role as a catalyst in the process of regenerating local economies. Among other things, this would involve stimulating thinking on area regeneration schemes that would augment opportunities for jobs and self-employment. Without this kind of initiative, additional infusion of vocational training or preparation for entrepreneurship might not be effective. The Department of Industrial Development has suggested that state governments should set up broad-based Area Regeneration Councils so as to bring to bear the perceptions of key stakeholders in this effort.
While the need for imaginatively designed measures for retraining and redeployment of displaced workers and their families continues, it is necessary that we do not lose sight of wider goals in the context of providing security in the process of industrial renewal occasioned by the new economic policy.
